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Itifornatior,  and  data  contained  ir,  tnis  document  are:  laseu  on  input 
■wailahio  at  tne  time  of  preparation.  It  should  Ic  noted,  tnouqi,  tnat 
subS'_oiu;ntly  the  AriiiS  Lxport  Control  Act  was  passed  and  tiiat  the 
refer;5(.'  Security  Assistarice  Anency  created  the  Joint  Financial  manage¬ 
ment  office  (JFFO)  and  tiiC  Security  Assistance  Accounting  Center  (SAAC). 
T'lest  actions  iiave  a  suhstar.tial  and  not  yet  fully  defined  impact  on 
i,/J;U)!''s  foreion  military  sales  activities.  Consequently,  the  sufficiency 
ana  suitability  of  tiie  rnanagenerit  indicators  si.ouid  be  vievved  i/it.i  caution 
until  t!ic  riew  renortina  reguirements  are  fully  understood. 

T!,is  docunieiil  sitould  not  be  construed  to  represent  tiie  official  position 
of  CP-::'  !;.S.  Army  !:ateriol  Developnient  and  Readiness  Command  unless  so 
stated  tv  that  comma nu. 
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ABSTRACT 


This  report  concerns  the  revicv?  and  evaluation  criteria  for  management 
of  the  L).  S.  Army  fiateriel  Development  and  Readiness  Command  (DARCOM) 
portion  of  the  U.  S.  Army's  Foreign  Military  Sales  (FMS)  program. 
Current  and  planned  reporting  and  management  information  systems  used 
for  FMS  management  were  reviewed  and  recommendations  made  for  the  use 
of  a  series  of  customer  satisfaction  and  program  mdgn; '■■.'de  management 
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PART  I 


LATr:  IVE  SUMMARY 

1.  Purpose.  The  purpose  of  this  study  is  to  devise  means  for  improviriy 
the  management  of  the  U.  S,  Army  Materiel  Development  and  Readiness  Command 
(DARCOM)  portion  of  the  U.  S.  Army's  Foreign  Military  Sales  (FMS)  program. 

2.  Problem.  The  problem  is  to  determine  the  proper  criteria  for  providing 
a  real  time  review  and  analysis  of  the  Army  FMS  program. 

3.  Discussion. 

a.  Visits  were  made  to  all  commodity  commands  of  DARCOM,  as  well  as 
the  Logistics  Systems  Support  Agency  (LSSA)  and  the  Automated  Logistics 
Management  Systems  Agency  (ALMSA),  and  DA  DCSLOG.  The  purposes  of  the 
visits  were  to  review  existing  and  planned  reports  and  information  systems 
and  to  ascertain  additional  information  needs  and  information  gaps. 

b.  The  existing  reports  are  prepared  from  many  different  data  sources 
for  a  wide  range  of  recipients  and  are  typically  voluminous  and  detailed. 
The  planned  information  and  reporting  systems,  principally  the  Centralized 
integrated  System  -  International  Logistics  (CIS-IL)  and  the  remote 
inquiry  system  being  developed  by  LSSA  for  Headquarters,  DARCOM,  are  being 
implemented.  These  systems,  when  operational,  show  promise  of  providing 
significantly  better  data  availability  and  shorter  reaction  times.  Because 
of  the  transitional  state  of  data  systems  and  operational  requirements, 
data  were  not  reasonably  and  readily  available  to  test  the  management 
indicators  which  are  listed  below. 

4.  Conclusions. 

a.  Current  and  planned  reporting  and  data  accumulation  systems  for 
FMS  are  voluminous,  highly  detailed,  and  often  not  focused  on  the  needs 
of  top  management. 


b.  The  role  of  the  FHS  program  within  DARCOM  and  the  Congrcs-  ional 
interest  in  the  program  establish  a  neso  r.'  high  level  review  of  the 
program's  status  and  ac.coniplishnients. 

c.  The  transitional  state  of  the  data  systems  and  operational 
requirements  preclude  the  investigation  of  predictive  indicators  for 
FHS  at  this  time. 


5.  Recommandations.  It  is  recon’isended  that  the  FHS  indicators  delineated 
below  be  used  by  top  DARCOM/USAII  COM  rnsriCgeriia  ;t  for  reviev/  and  evaluation 
of  t!ie  FHS  procrarr,,  In  consonance  v/ith  the  marketing  analogy  discussed 
in  Section  HI  of  Part  11  rf  this  report,  the  inclicator.s  have  been 
divided  into  three  groi'p-w.  Customer  Satisfaction  indicators.  Program 
ilfigriiti'de  iiidicatcrs,  end  a  belinqur.nt  Accounts  indicator, 
a.  Custim.ic:!'  Satisfaction  indicators. 


(1)  On-time  delivery:  Items  actually  shipped  during  reporting 


ficriod  versus  all  items  schcdt-le-d  for  shipment., 

{?:)  Pricing  accuracy:  Coinpas  is( ..  of  prices  quoted  on  Letters  of 
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(1)  Dollar  value  of  program, 
(c)  Dollar  value  of  new  cases. 
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(i.)  bollar  value  of  shipments. 

(c)  hnllar  value  of  cases  ciOitd. 

(d)  Dollar  value  of  continuinc)  cases. 

{?.)  rf'o  liusiness  as  p(  rcentacje  of  total  business. 

(a)  Dollar  value  of  R'K  procurement  actions  compared  to  value  of 
non-international  loqistics  proqrain  (I1..P)  procurement  actions. 

(Ll  Dollar  value  of  F>6  shipments  to  non-ILP  shipments. 

(c)  Dumber  of  FMS  requisitions  processed  coinparea  to  numoer  of 
non-ILP  requisitions  processed. 

(3)  Stratification  of  FliS  by  type  of  financing. 

(a)  Depict  new,  closed,  and  continuing  cases  by  type  of  financing: 
dependable  undertaking,  cash-in-advance  (direct  trust  fund  citation); 
other  credit  arrangen'ents . 

(L)  Compare  cash-i n-advance  sales  to  collections. 

(c)  Compare  amounts  due  according  to  payment  schedule  agreements  to 
amour, ts  actually  received. 

(4)  Sales  froni  stock  vs  procureinent :  compare  new  procurenient  sales 
to  requireiiients  which  are  satisfied  from  existing  stocks. 

c-  felinquent  Accounts  indicators.  Amounts  overdue  from  customers 
for  which  assistance  in  collection  has  been  requested  from  higher  headquarters 
by  IJARCOM. 
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PART  II 


flAIN  Rl.r' 
btCTlOR  I 
INTRODUCTION 

1.  Pujpose.  The  p.irpose  of  this  study  is  to  idiprove  the  U.  S.  Army 
I*aterie1  Development  and  Readiness  Conii’.and's  (DARCOM)  management  of  its 
portion  of  the  li.  S.  Aj’nty's  Foreign  Military  Sales  (FMS)  program. 

/.  iM-obleiii.  Tlifc  problem  is  to  determine  the  proper  criteria  for  providing 
a  real  time  review  and  evaluation  of  the  Arniy  FMS  pr(-grani, 

lacking.  This  study  v.-as  undertaten  by  the  Logistics  Studies  Office, 
d.  S.  Army  [oqistics  Mrnageiivnt  Center,  at  the  direction  of  Headquarters, 
for  the  Interria t i onal  Logistics  Directorate. 

'\  nejdiodo i_(.iqy.  The  techniques  described  below  v;cre  used  in  developing 
thiis  study. 

a.  Lacli  DARCOM  comiiifidi ty  command  vms  visited.  International  logistics 
:']i)  managers,  oericrally  the  dirrstors  and  division  and  branch  chiefs, 

V'Vt  i  viev.-ed  to  obtaiti  their  vit-vn-:  regard  in;  ii’innacement  inforraation 
rir'ads,  so^^rces,  arid  caps. 

h.  Ihe  U,  S.  Army  luternatioiia i  Logistics  Coiiimar.d-New  Cumberland  Army 
Uerc'd;  (iiSAILCOii-NCAD)  and  tlse  supporticig  activities  of  Logistics  Systems 
Sur-porl  Agency  (LSSA)  and  the  Automated  Logistics  fidnagement  Systems 
/igency  (ALMSA)  were  also  visited.  The  purposes  of  tiirse  visits  v.'ere  to 
obtain  insights  into  current  and  planned  data  sy; far:.:',  and  bases  as  well 
as  ^0  obtain  views  regarding  inforiiiatiorfal  needs, 

c...  Non-DARCOM  activities  such  as  the  Office  of  the  Deputy  Chief  of 
Staff  for  logistics  (DCSLOG),  Department  cf  the  Army  (DA),  were  also 

celled  on  for  opinions  on  FMS  management  and  related  information  needs. 
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d.  The  literature  pertaining  to  FMS  was  reviewed.  It. eluded  in  this 
review  were  Department  of  Defense  ^DOD)  and  DA  regulatory  and  doctrinal 
publications,  earlier  FMS-related  studies,  and  existing  reports. 

e.  It  was  the  intent  from  the  beginning  of  the  study  to  use  only 
planned  or  existing  data  elements  to  avoid  creating  new  data  reporting 
requirements. 

5.  Background.  The  rapid  growth  of  the  Army's  FMS  program  from  about 
SO.G  billion  in  FY  1972  to  about  $3.1  billion  in  FY  1976^  has  been  such 
as  to  heighten  the  needs  for  top  management  awareness  and  control  of  the 
progv“am. 

6.  Objectives .  Three  objectives  are  considered  in  this  study. 

a.  Identification  of  appropriate  criteria  to  provide  real  time  review 
and  evaluation  of  the  Army  FMS  program. 

b.  Identification  of  the  sources  and  procedures  for  obtaining  suitable 
data  for  review  and  evaluation  of  the  program. 

c.  Development  of  methodology  for  evaluation  of  the  selected  data  and 
criteria  to  reveal  trends  and  extraordinary  performance, 

7.  Assumptions. 

a.  The  FMS  organization  is  operating  in  a  steady  state;  no  significant 
organizational  changes  are  envisioned, 

b.  Large  (order  of  magnitude)  changes  in  FMS  program  size  are  not 


anticipated. 


SECTION  II 


CURRENT  AND  PLANNED 


RL 


JIHG 


SYSTEMS 


^ •  Cl  rent  Systems. . 

a.  Department  of  the  Army  Pamphlet  795-1  provides  reference  and 
Instruction  on  FMS  reports  prepared  by  I.ISAIICOM  and  furnished  to  various 
FHS  customers.  It  was  lest  revised  in  Eebruery  1974  and  does  not  include 
all  applicable  reports;  nevertheless,  it  provides  e  good  understanding  of 
the  types  and  quantity  of  external  managem?:  t  reports  generated  by  USAIICOM. 

Ihs  rcirorts  describrsd  in  DA  Pam  79o--l  arc  as  follows: 

(i)  The  Department  of  Defense  initiates  a  quarterly  report  entitled 
Repor-t  of  Fit'  Open  Cases'''  (Rf:5:  DSAA  (AR)  1100).  As  stated  in 
Pa,-':  795-1  ,  tPi'i.s  Is  a  consolidated  report  indicating  by  country  the 
total  dollar  value  of  all  FHS  cases  showing  program  value,  delivered  value 
end  fcrecast  of  uridelivered  balancer..  This  report  provides  summary  information 
ttic  current  status  of  ell  open  and  closed  FHS  cases.  Distribution  includes 
E-;..tL0C,  U.  S,  Army  Finance  Supc.-:  rt  /igency-.  Defense  Intelligcr-e  Agency, 

ESA  Wc.r  College,  HQ  DARCOH,  Major  Subordinate  (r-rcar-ds  (MSC's),  Defense 
iriciLwlri;-.'!  Pl?;>-:t  Equipfiignt  Facility,  th-c  ib  S.  Urdfied  Commands,  and  Military 
si  stance  Advisory  Groups  (HAACdc). 

{?.}  HQ,  Department  of  the  Army,  initiates  tv/o  FMS  reports  and  four 
cf-rt?.  tlu-,1  are  com-iiO';-.  to  FHS  and  military  assistance.  The  "FMS  Logistics 
f‘oi>ageiiier,t  Review"  (RCS;  CSGID  1396  (R2))  is  an  'as  required"  report 
:  u;  ivi': bed  tc  the  uniried  corr.jt';: ndc  ,  couritric.:. ,  Comv’ti  oUer  of  the  Army, 

'.jc  Deputy  Chief  of  Staff  for  Op-cratioiiS  and  Plans,  DC.SL0C,  and  HQ  DARCOM. 
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It  is  a  comprehensive  study  containing  program  summaries  and  analyses 
designed  to  improve  country  prograih  management.  The  "FMS  Supply  and 
Shipment  Status  Activity"  report  (RIN;  XITS  1013)  provides  initial  and 
current  supply  and  shipment  status  to  embassies,  missions,  and  MAAG's  on  a 
weekly  basis.  The  "Back  Order  Reconciliation  and  Validation"  report 
(RIN:  XITT  1003)  provides  National  Inventory  Control  Points  (NICP's), 

Defense  Supply  Agency  (DSA),  General  Services  Administration  (GSA) ,  and 
countries  with  semi-annual  requisition  data  indicating  quantity  due  in. 

The  "Supply  Manifests  for  MAP  and  Select  FMS/SS'i  Shipments"  (RIN:  XITT  3004) 
provides  MAAG's  and  NATO  Supply  Center  with  continuous  reporting  on  details 
of  shipments  leaving  the  continental  United  States  (CONUS)  via  the  Defense 
Transportation  System.  Ihe  "Concurrent  Spare  Parts  Validation"  report 
(RIN:  XIT  1005)  provides  MAAG's  and  End  Item  Managers  with  a  weekly  vali¬ 
dated  listing  of  items  matching  the  USAILCOM  edit  file  and  a  weekly  listing 
of  no  record  items.  Finally,  the  "Quarterly  Supply  Status  Report  "  (RCS: 
AMCIL  116)  provides  MAAG's,  unified  commands,  and  HQ  DARCOM  with  a  detailed 
status  of  open,  shipped,  and  cancelled  requisitions  for  each  country  by  pro¬ 
gram. 

(3)  HQ  DARCOM  initiates  the  "Historical  Foreign  Military  Sales"  report 
(RCS:  AMCIL  126)  which  provides  HQ  DARCOM,  DCSLOG,  and  U.  S.  Army  Southern 
Coriimand  semiannually  a  summary  of  equipment,  supplies,  and  services  furnished 
under  the  FHS  program  since  inception. 

b.  USAIl.COM-NCAD  Report  Control  Register. 

(1)  The  Reports  Control  Register  is  a  quarterly  computer  listing  by  RCS 

number  of  reports  generated  by  USAILCOM-NCAD.  It  includes  reports  distributed 

to  various  IL  customers  as  well  as  management  reports  internal  to  DOD.  It 

does  not,  however,  include  reports  identified  solely  by  Report  Identification 

Number  (RIN)  (a  few  of  which  are  described  in  DA  Pam  795-1) 
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and  does  not  list  the  sundry  reports  required  on  a  ono-tinra  basis 

(2)  The  register  dated  31  Mar  7C>,  -^ring  3rd  Quarter  FY  76,  lists 
67  separate  reports  with  a  variety  of  distribution  and  frequencies. 
Although  it  includes  IL  reports  ot'ier  than  FHS,  it  gives  e  good  indication 
of  the  variety  and  profusion  of  reports  generated  in  ttie  FMS  program, 
c.  Examples  of  Mtclov'  Subordinate  Coiirnond  FMS  Reports. 

(1)  In  addition  to  FMS  reports  pv'epared  by  USAIi.COii,  each  MSC  has 
an  FHS  reporting  system  inherent  to  its  NJCP  function.  This  includes 
internal  manageriiont  reporting  as  v.t.II  as  tSso  International  Logistics 
Supply  Delivery  Plan  (llSDP)  and  the  International  logistics  Quarterly 
Reviev.y  the  letter  two  of  v.iricli  arc  sub’:'1tted  quarterly  to  USAILCOM  and 


forwarded  to  HO,  DAPdOH  and  HQ  DA. 

(?)  IlSDi'  (ECS;  eSGLD  1392  (R'-'!))  format  is  prescribed  in  AMC  Form 
1577-R  and  includes  comprehensive  supply  and  delivery  status  for  eacli 


M  reportable  item  as  specified  in  AMCR  79S-10,  International  Logistics 
Supply  Delivery  Plan  (IlSDP).  Full  consideration  is  given  to  undelivered 
U'' iEners  and  estaiil  is!--;fi  dcllMfcy  scheds’li-s . 


(5)  Tlse  I riterriDti anal  Locistics  Ousrterlv  iU'vie.:’  fkCS:  CSGID- 


prc.v'idi'S  iiianagcrjicnt  vn'th  sumTi'Ty  cJi 


/graphs  recapitulating  activity 


respect  to  the  I'.SDP  and  pvasents  a 
t  several  reporting  periods,  Ad.ilt'; 
charts  on  significant  major’ 


coirperison  of  performance  over  the 
onal  data  are  provided  in  the  form 
indicating  the  status  and/or 


specific  problems.  This  includes  CONUS  supply  prrfoiTnance,  delivery 


s  1 ’i ppages 5  delivery  stitcdule  revisions,  item;;  not  scheduled,  FMS  Case 

Close- Oi^t  Programs,  Grant  Aid  Dollar  Lino  Programs,  and  ROIO, 

(A)  AMCR  79;v-7,  vdiicii  provides  instructional  guidance  for  the  IL 

Q  ’P'rterly  Review  is  the  subject  of  an  on-  going  study  to  revise  it  to 
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provide  less  detail  and  better  fit  the  needs  of  upper  DARCOM  and  DA 
management.  This  is  the  situaiu,.  with  at  least  several  of  the  USAILCOM 
prepared  reports  as  well. 

2.  Planned  Systems. 

a.  Centralized  Integrated  System  for  International  Logistics  (CIS-IL). 

(1)  DARCOM  is  currently  developing,  testing,  and  implementing  the 
CIS-IL  that  will  encompass  all  international  logistics  program  (ILP) 
functions.  Automated  Logistics  Management  Systems  Agency  (ALMSA)  is 
providing  programming,  testing,  and  procedures  for  the  portions  of  CIS-IL 
tliat  pertain  to  the  MSC's  area  of  operation,  while  USAILCOM-NCAD  is 
furnishing  the  remainder.  The  objective  of  this  effort  is  to  eliminate 
duplication  of  records,  reduce  manajl  operations,  and  provide  timely  and 
efficient  accomplishment  of  IL  requirements. 

(2)  CIS-IL  can  be  divided  into  approximately  ten  sections  called 
suhcells,  some  of  v^hich  are  highly  interrelated.  The  subcells  that 
pertain  to  the  MSC’s  operation  include  IL  requisition  process,  ILSDP, 
military  articles  and  services  list  {HASl),  price  and  availability  (P&A), 
and  ILP  reports.  USAILCOM-NCAD  related  subcells,  which  v/ill  be  placed 

in  a  CDC-3300  computer  at  NCAD,  include  ILP  master  case  record,  IL 
requisition/status  process,  IL  fiscal  process,  Supply  Support  Arrangements/ 
Foreign  Military  Sales  order  and  catalog  data,  and  discrepancy  reports  (ROID). 

(3)  When  completed,  CIS-IL  is  expected  to  provide  several  important 

improvements  over  the  present  IL  system.  Besides  centralizing  the  IL 

data  base  and  integy^ating  management  control,  CIS-IL  will  consolidate 

reports  and  incorporate  an  improved  query  process.  In  the  financial  area, 

CIS-IL  will  control  pricing  data  and  provide  compatibility  between  USAILCOM 

and  the  MSC/NICP's.  Mechanized  financial  ledgers,  mechanized  billing, 

9 


and  automatic  pricing  updates  betv/een  USAILCOM  and  NICP's  should  'niprove 
the  present  II,  financial  system.  In  ti;t;  -.  to  automation  area,  CIS-IL 
will  greatly  reduce  the  unwieldly  number  of  major  computer  files  pertaining 
to  IL.  At  fICAD  eUihbs  the  files  Will  be  reduced  from  over  1500  to 
approximately  230.  Finally,  CIS-Jl  will  provide  improved  delivery  reporting 
and  forecasting. 

b.  Remote  inquiry  System. 

(1)  In  cons cnc nee  with  DARCOH’s  objective  to  improve  responsiveness 
to  IL  customers,  the  Logistics  Systems  Support  Agency  (LSSA)  has  been 
tdsl;ed  irith  developing  and  lirplemonting  an  li,  remote  Inquiry  system. 

Tins  remote  processing  support  is  viewed  by  HQ  DARCOM  and  USAIICOM  as  an 
vssential  tod  for  mcnagement  foid  mission  accomplishment  of  IL. 

{?.)  Specified  ii,  data  will  be  regularly  extracted  from  the  CIS-IL 
data  hank  at  NCAD  and  placed  into  LSSA's  computer  at  Letterkenny  Army 
UfepO‘\  This  nev.'  data  base  along  with  supporting  hardware  and  software 
i.in  ena'jle  maneger,';  It.'catcd  in  Hasl'd  ijTon,  D.C.,  or  elsewhere  v/ith  toe 
nr(y,;.v  rewrite  tenclMl,  to  did  up  end  query  regarding  IL  matters.  Although 
i.r  jdc  Leer:  will  be  entebl i.s!.rd  to  arirv'cr  a  set  of  prcdcterniined  questions 
dcomor!  esceirtial  to  ll  rriansrieiriint.  the  system  hes  tliO  flexibility  to 
puimit  ivisnipuletion  of  the  available  date  to  answer  a  myriad  of  customized 

ni  ifd-  f  i  X 
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SECTION  III 


MANAGtMLi'lT  INDICATORS 

General.  It  is  convenient  to  consider  FMS  as  a  type  of  marketing 
situation.  While  ah  analogy  to  commercial  marketing  is  useful,  there 
are  several  significant  restraints  which  differentiate  governmental  from 
commercial  marketing.  These  differences  include  the  follov/ing: 

a.  Governmental  marketing  and  promotional  efforts  are  greatly 
restricted.  It  is  the  sense  of  Congress,  as  expressed  in  the  Foreign 
Assistance  and  Foreign  Military  Sales  Acts,  that  FMS  will  support  U.  S. 
foreign  policy,  that  sales  will  be  limited  to  legitimate  internal  defense 
needs,  and  tliat  the  program  will  be  reduced  or  eliminated  wherever  possible. 

b.  Stocks  of  government-owned  materiel  cannot  be  built  up  in  anticipation 
of  sales.  There  can  be  exceptions  in  the  case  of  secondary  items  sold 
through  Supply  Support  Arrangements  (SSA)  and  Blanket  Open-End  Agreements. 
Hovs'ever,  most  other  instances  involve  the  selling  of  pre-existing  stocks, 

the  execution  of  production  contracts  for  the  manufac^  jre  of  items  specifically 
for  the  foreign  customers,  or  the  exercise  of  additional  quantity  options 
on  existing  production  contracts. 

c.  Firm  price  commitments  cannot  be  made  to  foreign  customers.  It 

is  the  intent  of  Congress  that  all  posts,  with  the  exception  of  costs  pertaining 
to  certain  excess  stocks,  associated  with  a  foreign  military  sale  be  recovered 
and  that  no  profit  be  made  by  the  b'.  S.  Government  on  the  sale.  Thus, 
the  price  that  is  quoted  on  the  Letter  of  Offer  is  generally  an  estimate, 
particularly  in  the  case  of  new  procurement.  To  meet  congressional 
requirements,  all  cost  increases  and  cost  decv'eases  must  be  passed  on  to 
the  foreign  customer. 
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d.  Thus,  it  follows  that  the  commonly-used  commercial  business 
measures  of  sales  forecasts  and  compariso;.  ■  betv/een  actual  and  forecasted 
performance  are  of  little  use. 

2,  lifeed  for  IridItglotS.  Th'e  foil  )v/ing  are  reascdS  for  using  friangdement 
indicators: 

a.  The  sheer  volume  of  reports  relating  to  foreign  military  sales 
makes  it  very  difficult  for  the  top  manager  to  review  the  data  even 
cursorily,  much  less  to  extract  useful  pcrfo»'m3riCG  information. 

b.  Management  indicators,  a  type  of  selective  reporting,  provide 
summaries  of  perTor-mance  factors  v-'hich  can  be  rapidly  reviev.'ed  by  upper 


Micnacjemeat . 

c.  Exceptional  performance,  botl:  favorable  and  unfavorable,  and 
pcrformarsce  trends  are  more  noticeable. 

3 ,  Data  Base  Limitations. 

a.  As  meriticncd  above,  it  has  been  a  goal  of  this  study  that  existing 
data  elements  would  be  used  in  dcveltipi-ng  the  management  indicators ..  The 
rcasor;  r,;;.  vivi-  jc  a  dcslro  not  to  add  to  t.lo’-  e';resdy  large  reporting 
fro::!,-;:,!:.  Tiio  pi  or  Is  for  tfic  data  elernrnt.s  for  t!;:;  management  indicators 
to  be  ecu  acted  from  central  ized  date  banks,.  In  this  instance,  it  is 
iiitendc-d  to  use  the  C.IS-IL  files  of  USAJ,l.C.OKi -I'iCAD  and  tfie  data  bank  at 
LSSA  which  will  support  DARCOM  headquarters '  remote  inquiry  system, 

b.  As  of  the  writing  of  this  report,  the  CJS-Il.  and  remote  inquiry 
system  data  bases  are  not  operational  end  arc  not  5:.;:h;e,-ji.riGd  to  become 
i'ully  opcvctional  until  the  Spring  of  1977.  Tiie  remote  inquiry  syr>tem 
will  be  substantial ly  dependent  on  the  CIS-IL  bank  for  its  data  input. 
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IJSAILCOM-flCAD  is  in  the  process  of  installing  CIS-IL  and  eodating  its 
automatic  data  processing  eguipmv.,  t.  Due  to  tlie  workloads  involved  in 
this  installation  process  as  v^ell  as  in  continuing  operational  requirements, 
FMS  data  are  not  reasonably  and  readily  available.  Had  the  data  bases 
been  available  for  research  purposes,  predictive  indicators  would  have 
been  investigated.  In  addition,  such  useful  refinements  as  bands  of 
performance,  critical  points,  and  normal  ranges  of  data  v/ould  have  been 
pursued.  As  data  to  support  the  indicators  become  available,  it  is 
suggested  that  these  subjects  be  reconsidered  in  order  to  increase  the 
usefulness  of  the  indicators  for  management  review  and  action.  Notwith¬ 
standing  the  limitations  imposed  by  the  data  bases,  it  is  felt  that  a 
variety  of  usable  management  indicators  can  be  devised  using  the  currently 
available  and  planned  reporting  systems.  Consequently,  the  management 
indicators  discussed  below  are  offered. 

c.  In  consonance  with  the  marketing  analogy  discussed  earlier,  the 
following  indicators  have  been  divided  into  three  groups:  Customer 
Satisfaction  indicators.  Program  Ilagnitude  indicators,  and  a  Delinquent 
Ac.counts  indicator. 

( 1 )  Customer  Satisfaction  indicators. 

(a)  On-Time  Delivery. 

1  The  number  of  requisitions  v^hich  were  scheduled  for  shipment  and 
actually  shipped  during  the  quarter  are  compared  to  the  number  of 
requisitions  which  were  scheduled  for  shipment  during  the  same  period. 

2  This  would  be  a  USAILCOM- level  summary  which  would  be  charted 

for  the  current  quarter  and  cumulatively  for  the  most  recent  four  quarters. 

( b )  Pricing  Accuracy . 

1  Considering  cases  closed  during  the  reporting  quarter,  compare 
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tiie  final  billed  case  prices  to  the  original  quoted  prices.  The 
resultant  percentage  differences  woulc  ..x  tabulated  and  stratified  as 
to  number  of  cases,  percentage  points  of  price  variance  (e.g.,  0%  -  lOX, 
lib  -  ?.0/-)  and  dollar  value;  colurnar  heading  similar  to  the  follovjing 
could  be  used. 


%  Variance 
0%  -  lOX 
11%  -  20% 

21%  -  30% 

2  This  v,'Ould  be  a 


No.  of  Cases 
3 
b 
2 

US  AT  I,  COM- level  summary 


$  Value 
$  50,000 
$250 ,000 
$  90,000 

which  would  be  charted 


on  a  quarterly  basis. 


( c )  Timely  process  •‘.ng  .o f .,t OA^. 

1  The  nirmher  of  l.OA's  w!nch  v,'ere  scheduled  for  completion  and 
which  were  actually  completed  on  time  during  the  reporting  period  would 
be  compared  to  the  number  of  LOA's  wrilch  were  scheduled  for  completion. 

^  This  USAIl  COM-  level  summary  w  uld  be  clsarted  to  shov;  the  four 
'■ost  recent  quarters  ir.di vidua  1  ly  and  cumulatively, 

Reports  of  Item  Discrepancies  (ROIfy 
1  Ta.Uul ate  the  iiurn!>er  of  ROID  per  customer  country  per  reporting 
period. 


2  Coropute  ROID  as  a  percentcui:::  of  shfpi:rsr:ts  to  customer  countries 
per  reporting  period. 

3  Determine  ROID  attributable  to  DARCOH  activities  compared  to 
ROID  wliich  arc  attr ib>.ttable  to  non--DARC0M  activities,  e.g.,  freigh.t 
forwarders  and  transportation  movement  activities. 

4  These  three  USAI[.C0fi-level  sumnaries  stiould  all  be  made  ferr 
t!ic-  four  most  recent  quarters:  in  addition,  (d)  (3)  should  be  charted 
cumulatively. 


( 2 )  Program  Magnitude  indicators. 

( a )  Dollar  value  of  program. 

Determine  the  dollar  value  of  cases  implemented  during  the  reporting 

period. 

Z  Determine  the  dollar  value  of  FMS  shipments  made  during  the  reporting 
period. 

2  Determine  the  dollar  value  of  cases  closed  during  the  reporting 
period. 

^  Determine  the  dollar  value  of  cases  remaining  open  at  the  end  of 
the  reporting  period  (i.e.,  the  undelivered  value  of  the  cases). 

5_  These  USAIL.COM- level  summaries  should  be  charted  to  show  the  four 
most  recent  quarters  individually  and  cumulatively. 

( b )  FMS  Business  as  Percentage  of  Total  Business. 

2  Compare  the  dollar  value  and  number  of  FMS  procurement  actions 
to  the  value  and  number  of  non-international  logistics  program  procurement 
actions. 

2  Compare  the  dollar  value  of  FMS  shipments  to  the  value  of  non¬ 
international  logistics  program  shipments. 

^  Compare  the  number  of  FMS  requisitions  processed  to  the  number 
of  non-international  logistics  program  requisitions  processed. 

4  These  DARCOM-level  summaries  should  be  charted  to  show  the  four 
most  recent  quarters  individually  and  cumulatively. 

(c)  Stratification  of  FMS  by  Type  of  Financing. 

^  Depict  new,  closed,  and  continuing  cases  by  type  of  financing  for 
the  reporting  period. 

a  Dependable  undertaking. 

b  Cash-in-advance  (Direct  Trust  Fund  Citation). 


15 


c  Other  credit  arrangements. 

^  Compare  the  value  of  cash-in-advsnr-.  sales  cases  to  the  value  of 
collec'ions  against  those  cases  for  the  reporting  period. 

3  Compare  amounts  due  according  to  payment  schedule  agreements  to  the 
amounts  actually  received. 

4  Compare  the  value  of  shipments  made  and  billed  to  customer 
countries  to  funds  received. 

^  These  USAILCOM- level  summaries  should  be  charted  to  shov.'  the  four 
most  recent  quarters  individually  and  cumulatively. 

(d)  Sales  from  Stock  Versus  Procurement. 

J_  Foreign  military  sales  v/hich  are  satisfied  by  nev/  procurement  actions 
sliould  be  compared  to  tliO.se  FMS  requirements  which  are  satisfied  from 
existing  stocks. 


2_  This  USAILCOM" level  summary  should  be  charted  to  show  the  four  most 
recent  quarters  individually  and  cumyletively. 

^ ^ )  Del  inquenl  AcflQMtl. 

(a)  Determine  the  ariiounts  overdue  from  customers,  assistance  in  the 
collection  of  which  has  been  requested  from  higher  headquarters  by  DARCOH. 

(b)  This  DARCOM-level  summary  should  be  charted  on  a  quarterly  basis 
for  the  four  most  recent  quarters  and  on  a  cumulative  basis  to  display  the 


total  amount  remaining  overdue  at  the  end  of  the  reporting  quarter. 
Presentation  Media  and  Data  Sources.  Annex  B,  Data  Sources  for 


Indicators,  indicates  planned  or  existing  reports  whi 
data  necessary  for  the  preparation  of  tfse  indicators. 


ch  will  provide  the 
Various  data 


presentation  forms  are  shown  at  Annex  C,  Sample  Chart  and  Tabulation 


Formats , 
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SECTION  IV 


CONCLUSIONS  MiiO  RECOMMENDATIONS 

1 .  Conclusions. 

e.  Current  afid  jjlahhed  t"eporting  and  data  atcUitiulation  systems  foP 
FMS  are  voluminous,  highly  detailed,  and  often  not  focused  on  the  needs 
of  top  management. 

b.  The  role  of  the  FMS  program  within  DARCOM  and  the  Congressional 
interest  in  the  program  establish  a  need  for  high  level  review  of  the 
program's  status  and  accomplishments. 

c.  The  transitional  state  of  the  data  systems  and  operational 
requirements  preclude  the  investigation  of  predictive  indicators  and 
indicator  performance  characteristics  for  FMS  at  this  time. 

2.  Recommendations.  It  is  recommended  that: 

a.  The  FMS  indicators  described  in  Section  III  be  used  by  DARCOM/ 
USAILCOM  management  for  review  and  evaluation  of  the  FMS  program. 

b.  The  data  sources  indicated  in  Annex  B  be  used. 

c.  The  formats  for  displays  be  similar  to  those  in  Annex  C. 

d.  Upon  availability  of  the  data  bases,  consideration  be  given  to 
development  of  predictive  management  indicators. 


17 


SECTION  V 


NOT^S 

MAIN  REPORT 
SECTION  I 

1.  The  S3.1  billion  is  the  amount  of  FHS  for  the  twelve  months  of  FY  1976 
ending  in  June,  197C.  It  does  not  include  data  for  the  transitional  quarter. 
Source  of  the  data  is  Mr.  Alex  liougasian.  Directorate  for  Program  Management, 
USAILCOM-WFO,  in  telephone  call  with  Mr.  Peter  Higgins,  Logistics  Studies 
Office,  ALMC,  on  22  Sep  7G.  The  $0.8  billion  amount  for  FY  1972  FMS  is 
taken  from  International  Logistics  Center  Command  Briefing  Chart  f23,  IL 
Program  Trend  by  FY ,  undated,  as  cited  1n  LSO  Report  Number  610,  "Pricing 
for  Foreign  Military  Sales." 


SECTION  III 


2.  Logistics  Studies  Office  report  entitled  "AHC  International  Logistics 
item  Discrepancies"  by  John  VJ.  Grisv/oid  siiouid  be  reviewed  when  considering 
ROIP  inN-: '.ami's.  (See  Annex  E,  Selected  bilFliocraphy,  for  complete 
ciLatior.).  Among  other  things,  this  report  concludes  that  numbers  of  ROID 
processed  per  requisition  are  not  reliable  indices  of  actual  discrepancies 
occuring.  The  report  reconiinends  various  actions  for  improving  the  ROID 
procedures  to  include  monitoring  ROID's  per  shipment. 
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kmix  A 


ADMIN  I  STflAT I VE  DOCUMENTAT I  ON 

1.  This  enhex  nhovicles  documentation  of  the  authority  for  and  initial 
plan  for  undertaking  this  study.  This  annex  consists  of  the  following 
appendices : 

Appendix  1  -  Tasking  directive. 

Appendix  2  -  Study  Plan  -  prepared  by  the  Logistics  Studies  Office  and 
approved  by  iiQ  DARCOM. 

2.  In-process  study  coordination  meetings  were  held  with  the  study  sponsor 
on  7  Apr  76,  4  Hay  76,  and  17  Jun  76.  An  in-process  review  was  conducted 
at  1:Q  DARCOM  on  2  Sep  76. 
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AMCPA 


DEPARTMENT  OF  THE  ARMY 

HEADQUARTERS  UNITED  STATES  ARMY  MATERIEL  COMMAND 
5001  EISENHOWER  AVE..  ALEXANDRIA,  VA.  22304 


14  AUG  1975 


SUB  ECT:  Int'jniai; ional  Logistics  Studies  -*  FY  76. 


CoiiTrhandan  t 

US  Army  Logistics  Management  Center 
Fort  Lee,  VA  23801 


1,  Reference  is  made  to  discussions  between  M7\J  Snow  (AMXMC-LSO) 
and  Mr 4,  D’Ambrosio  (AMCIL-P/RM) ,  subject  as  above. 

2.  It  is  requested  that  the  Logistics  Studies  Office  develop  and 
submit  study  plans  to  this  headquarters,  ATTNs  AMCPA-S,  for  appro¬ 
val  prior  to  proceeding  v;ith  the  studies  listed  at  Inclosure  1.  The 
study  plans  should  include: 

a.  Objective  and  scope  of  work. 

b.  Techniques  to  be  used* 

c*  Milestone  chart  identifying  starting  date,  completion  date, 
and  IPR  schedule, 

d»  LSO  point  of  contact. 

e«  A  statement  that  a  literature  search  has  been  conducted » 

3o  The  HQ  AMC  sponsor  for  thes^  studies  is  AMCIL-P/RM,  Mr.  Anthony 
Dhtnbrosio,  AV  284^8410.  Tlie  AM»rrA-S  action  officer  is  Mr.  William 
Vanden  Bosch,  AV  284«^ 9456/9. 

FOR  THE  C0r#!ANDER: 


1  Jncl 
as 


Appendix  1  to  Annex  A  (Study  Directive) 


WILLIAM  L\  GODWIN 
COL,  GS 

Chief,  Systems  Analysis  Division 


20 


EXTRACT 


IMTERNATIONAL  LOGIo  ICS  STUDIES  FOR  FY  76 

*  i  *  *  * 

Develop  real  time  review  and  evaluation 
criteria  for  the  management  of  Army  FMS 
program. 


STUDY  PLAN 


TITLE:  LSO  Project  #606  -  Review  and  Evaluation  Criteria  for  Manage¬ 
ment  of  the  Army  Foreign  Military  Sales  Program 


1 .  REFERENCES: 

a.  Letter,  HQ  AMC,  14  Aug  75,  subject:  International  Logistics 
Studies  -  FY  76. 

b.  AMCR  5-1,  The  U.  S.  Army  Materiel  Command  Study  System. 

2.  PURPOSE:  To  improve  the  management  of  the  Army  Foreign  Military 
Sales  (FMS)  Program. 

3.  STUDY  SPONSOR:  Director  for  International  Logistics 

U.  S.  Army  Materiel  Command  (AMCIL) 

5001  Eisenhower  Avenue 
Alexandria,  VA  22333 

Study  Sponsor  Representative:  Mr.  Duane  Murtomaki 

AV  284-9895/9899 

4.  STUDY  AGENCY:  U.  S.  Army  Logistics  Management  Center  (ALMC) 

Logistics  Studies  Office  (LSO) 

Fort  Lee,  VA  23801 

Study  Agency  Representative:  Major  John  D.  Miller 

AV  687/1270/3568 

5.  TERMS  OF  REFERENCE:  The  Army  FMS  program  has  grown  from  4..U  billion 
in  FY  1972  to  more  than  $3  billion  in  1975.  Adequate  criteria  for  a 
critical  real  time  management  review  and  evaluation  of  this  program  are 
not  available.  This  situation  leaves  a  management  void  in  the  identifi¬ 
cation  of  important  trends  and  performance.  The  identification  and 
development  of  useful  criteria  to  fill  this  void  is  essential  to  improved 
FMS  program  management. 

a.  Problem:  To  determine  the  proper  criteria  for  providing  a  real 
time  review  and  evaluation  of  the  Army  FMS  program. 

b.  Objective: 

(1)  Identify  the  proper  criteria  to  provide  real  time  review  and 
evaluation  of  the  Army  FMS  program. 


Appendix  2  to  Annex  A  (Study  Plan) 
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(2)  Identify  the  source  and  procedure  for  obtaining  the  appropriate 
data  for  review  and  evaluation  of  tho  program. 


(3)  Develop  a  method  for  evaluation  of  tho  selected  data  and  criteria 
to  reveal  trends  and  extraordinary  performance. 

study  will  address  all  Amy  FMS  program 
cases  managed  or  assigrted  to  the  International  Logistics  Center,  regard¬ 
less  of  the  ultimate  source  of  case  assignment  o.g.,  Af-lC,  TRADOC,  CE,  etc. 
Evaluation  criteria  v/ill  include  areas  pertaining  to  materiel  delivery 
(supply  and  tr/insportation)  performance,  finance  (funds  flow,  di  bursement, 
trust  fund  status)  and  general  PMS  case  preparation  and  management. 

study  will  collect  and  analyze  data  pertinent  to 
FMS  cases  established  since  1972  through  those  cases  accepted  at  the  time 
of  the  study. 

Assumptions ;  None. 

nsser.tial  Elements  of  Analysis;  The  following  are  essential  elements 
of  analysis: 


(1)  Vihat  cri.teria  arenov?  used  for  FMS  programs  management  and  whore 
are  the  specific  inadequacies? 

(2)  Vfhat  arc  adequate  real  time  measurement  criteria  for  FMS  manage¬ 
ment? 

(3)  IVho  needs  FMS  management  information  and  v/hy? 

(4)  V/ijat  is  the  source  of  the  selected  data  and  criteria  and  how  can 
the  data  be  readily  obtained? 

(5)  .What  foiTtat  and  media  are  most  effective  for  review  and  analysis  of 
data  and  criteria? 

(6)  V/ljat  trends  or  tolerances  are  important  to  the  FMS  program? 

(7)  Viliat  evaluation  teclmiques  should  bo  used  to  assist  in  tho  analysis 
and  evaluation  of  important  information? 

Environment ;  Not  applicable. 

6.  SUPPORT  AND  RESOURCE  REQUIRE! ENTS:  The  support  and  resource  require¬ 
ments  arc  as  foilcn;s: 
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a.  Personnel:  Professional  (9  m/n)  $  22,500 

Clerical  (Im/m)  -  700 

b.  Travel  and  Administration  3,000 

TOTAL  $  26,200 


7 .  ADMINISlPATlO-i; 

Study  Title; 

(1)  Foinal  Title:  Review  and  Evaluation  Criteria  for  Man' geraent  of 
the  Amy  Foreign  Military  Sales  Proj^asi, 

(2)  Sliort  Title:  FMS  Performance  Evaluation  Criteria. 

1).  S^dy  Schedij]_e:  Elasped  time  six  muntlis  frora  start  of  study. 

A  milestone  chart  is  provided  at  Appendix  1. 

c.  Ii.vfilcmentation :  The  results  of  this  study  v/ill  bp  provided  to 
tliS  study  sponsor  for  ultimate  impleirientation. 
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DATA  SOURCES  FOR  INDICATORS 
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ANNEX  C 


SAMPLE  CHART  AND  TABULAfiON  FORMATS 

While  vi  variety  of  techniques  are  available  and  usable  for  the  display 
of  data,  the  sample  tables  and  sample  charts  in  this  annex  are  suggested 
because  of  their  simplicity  of  construction  and  ease  of  comprehension. 
Although  cross-hatching  is  used  for  data  differentiation  on  the  sample 
charts,  the  employment  of  contrasting  colors  should  be  considered.  Line 
charts  may  be  used,  but  they  tend  to  become  cluttered  and  difficult  to 
interpret  when  comparative  period,  cumulative,  and  single-period  data  are 
simultaneously  charted.  A  bar  graph  portraying  these  same  data  seems  more 
usable. 
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ANNEX  D 


GLOSSARY  OF  ABBREVIATIONS 

ALMSA 

- 

Automated  Logistics  Management  Systems  Agency 

CCSS 

- 

Commodity  Command  Standard  System 

CIS-IL 

- 

Centralized  Integrated  System-International  Logistics 

COCP 

- 

Customer  Order  Control  Point 

conus 

- 

Continental  United  States 

UARCOf^ 

- 

U.  S.  Army  Materiel  Development  and  Readiness  Command 

[A  DCSIOG 

- 

Deputy  Chief  of  Staff  for  Logistics,  Department  of 
tise  Army 

CSA 

Defense  Supply  Agency 

FMS 

Foreign  Military  Sales 

GSA 

- 

General  Services  Administration 

IL 

- 

International  Logistics 

ILP 

- 

International  Logistics  Program 

ILSDP 

- 

International  Logistics  Supply  Delivery  Plan 

LOA 

- 

Letter{s)  of  Offer  and  Acceptance 

LSSA 

Logistics  System  Support  Agency 

MSC 

- 

Major  Subordinate  Commands 

III  CP 

- 

National  Inventory  Control  Point 

RC5 

" 

Reports  Control  Symbol 

RIM 

Report  Identification  Number 

ROiD 

Report{s)  of  Item  Discrepancy 

SSA 

- 

Supply  Support  Arrangement 

USAILCOM-NCAD 

U.  S.  Army  International  Logistics  Command, 

Nev/  Cumberland  Army  Depot 
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